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Rural Tourism Marketing 
Chapter One - Why Tourism? 

 

 Tourists come in all shapes and sizes and from everywhere around the world.  They come 

from Barstow, Boston and Bulgaria.  They stay for five minutes or six weeks.  They stay in four-

star hotels or ten minutes out of town in a tent.  They eat at the best restaurants and tip like 

Hollywood stars or they buy their meals at the grocery store and eat them in the park. 

 But the one thing they have in common is that they positively impact the local economy 

along their way.  This book is primarily about how to increase that impact on your community.  

Why Tourism and Not a Factory? 
In the beginning, most communities should ask themselves “Why develop tourism as an 

economic driver rather than building a steel manufacturing plant?”  Well, for some communities 

a steel factory would be just fine.  But for others, there would be resistance from many in the 

community over issues like pollution, waste disposal, infrastructure needs (like rail lines, etc.) 

and the appearance of the steel plant itself.   

 With tourism, communities can develop their economies with very minimal impact on the 

environment or the overall quality of life in the community.  Certainly, more people mean more 

traffic and longer waits at your favorite restaurants, but generally, tourism is one of the cleanest, 

easiest and least intrusive forms of economic development for any community.   

 Tourists come to your community to see what is there…the natural beauty that surrounds 

you.  Or they come for cultural enrichment.  Or for sporting or recreational reasons.  All of these 

things that bring tourists to a community generally enhance the quality of life for residents as 

well.  The reason you moved to a community may be closely tied to the reasons tourist would, or 

will, visit. 

Show Me the Money! 
 Let’s talk about the economic impact of tourism. 

 Here in California, travel expenditures totaled $75.4 billion in 2000, the most recent year 

for which figures are available.  That’s a lot of money, nearly as much as the state’s 
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agricultural industry!  The tourist industry is responsible for 1,109,000 jobs in the state, with a 

payroll of $24.8 billion. 

 One international visitor to California has the same impact on the economy as exporting 

three California-made computers to that traveler’s country.   

 

   
 Tourists generate money for your community in many ways.  They spend money directly 

on goods and services such as gasoline, food and lodging.  They pay taxes on those goods and 

services in the form of sales tax and transient occupancy tax (more on that later) and the money 

they spend is in turn spent again for salaries, supplies, etc. 

 When a tourist buys souvenirs in a retail store, depending on the county they are in at the 

time, they pay about $7.25 tax on every hundred dollars they spend.  Approximately one dollar 

of that goes to the local government, while the rest of the money goes to the state.  That’s great 

and it helps to pay for highways, education and other state services.   

 However, local governments have found a way to get an even bigger slice of the tourism 

pie through “transient occupancy taxes” (also called T.O.T. for short).  These taxes are placed by 

cities and counties on hotel and motel rooms, RV spaces and other transient lodging facilities, 

and range anywhere between 5 and 15 percent on top of the total expenditure.  The best thing 

about these taxes for your community is that they stay entirely with the local taxing agency, and 

can be spent to improve the quality of life for local residents as well as to offset the impact on 

local services caused by tourists.   

 Therefore, lodging tax (T.O.T.) can be a very lucrative source of funds for local 

governments, and are a great motivation for their support of your tourism marketing efforts.  

Some communities in California get a very large portion of their operating budgets, perhaps 33 
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to 50 percent or more, from transient occupancy taxes alone.  These are communities that are 

very dependent on tourism, and have usually worked quite hard to develop their tourist 

industries.   

A Dollar Changes Hands More than Once 
 But tourism generates not only direct revenue from the pockets of tourists, and the taxes 

on that spending, but also those dollars turn over within the community.  For example, if a tourist 

spends $100 for a night in a hotel, perhaps $50 of that money would go toward the salaries of the 

hotel staff who helped make their stay a pleasant one.  If enough people stayed in the hotel, they 

might even be able to add another person to the housekeeping staff to accommodate the 

increased demand.  A new job is created!  This is direct impact. 

 In addition, part of that money might go to a local carpet company for new carpet in the 

hallways and guestrooms.  The carpet company would have to buy the carpet from a wholesaler 

and perhaps hire an additional installer or two.  This is referred to as “indirect economic impact.”  

(If the wholesale carpet had to be purchased from outside the area, we would only be able to 

count the installer’s salaries as indirect community impact.) 

 When the carpet installer buys a gallon of milk on the way home (with money from the 

hotel job) this is called “induced impact.”   
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 We use “multipliers” to determine the overall, total impact of visitor dollars in ways such 

as those described above.  That means we “multiply” the actual dollars spent, by a figure that 

represents the estimated amount of additional spending that dollar represents. 

For the typical county in California, it is estimated that the multiplier will fall in the range 

of 1.5 to 2.5 and for the state as a whole, about 2 to 3 times the direct dollars spent.   Don’t 

attempt to use multipliers much higher than that, or your credibility with public officials will 

suffer.  Generally, bigger communities can use the higher multiplier figures, as more of the 

goods and services used to support the tourist industry can be purchased locally. 

 The Division of Tourism produces numerous publications that can help you determine the 

economic impact of tourism in your community, and already has that information broken out on 

a county-by-county basis.  You might be able to easily extrapolate your community impact from 

the county figures. 

Why Should I Care? 
 Why is this important?  Without getting political, tourism promotion is often funded by 

local and county governments who believe in the importance of this industry to their area 

economy.  The better equipped you are to show the current and projected economic impact of 

tourism on your community, the more likely you are to convince local government officials that 

investing in tourism promotion is a sound idea.  
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 It is also important to be able to communicate with the public at large.  While they might 

see tourism as only bringing crowds and traffic, you will be able to show that the economic 

impact of tourism, directly and indirectly, is of benefit to nearly everyone.  Transient occupancy 

taxes are often used to improve police and fire services, build parks and improve streets.  These 

improvements benefit local residents as much, or likely more than visitors.   

  

 
An Exercise in Developing Economic I mpact Figures 

For Your Own Community 
 

I t  m ay seem int imidat ing,  but  it  is  act ually pretty  easy  to come up w ith a fa irly accu-
r at e appr oximat ion of the economic impact of  tourism on your community or  reg ion of  
inter est . 
 
Every  ye ar Dean Runyan Associat es of  Port land,  Oregon prepar es a r eport  cal led  
Cali for n ia  Travel I mpacts by County ,  in wh ich t ravel  spending by  categor y and in  tota l 
is broken down for e ver y county  in the sta te.  Al though these reports are rele ased 
ever y March for  the year prior t o t he previous year  ( 1999 s tat is-
t ics released in  2001, for example) ,  it  is sti ll the best  and most  
curr ent source avai lable for this type of  mater ial.   The repor t is 
ava ilable f rom Cal ifornia Tour ism in  Sacramento,  or i t can be or -
der ed from  their  websi te at   
www.v isitca li for n ia.com. 
 
Using the in format ion in t he r eport ,  here is how we determined 
the economic impact o f tour ism spending on Los Banos, in 
Merced Co unt y:  
 
1. The study repor ts t ransient occupancy tax  collec ted city- by- ci ty  for  Merced Cou nty.   

By tota l ing all  the c it ies p lus t he unincorporated area,  we deter mine that  the tota l   
T.O.T. revenue for  t he county was $1,053,160.  

2. Accord ing to the report ,  Los Banos collect ed $113,136 in T.O.T.  for  that  period,  
which is  10.74 per cent of the tota l col lected for the county .  ( $113,135/ $1,053 ,160 
x 100 =  10. 74 per cent) . 

3. Using  that  10.74 per cent figure a nd the  stat ist ics found in the same repor t for to tal 
t rave l  expenditures for  Mer ced Count y, we can determine  total t ravel spendin g for  
Los  Banos as a per cent age of  t he ent ir e county.   I n  ot her wor ds,  if we take total 
t ravel spending for  Mer ced County ( $390,900, 000) and then f igur e 10.74  per cent  
of tha t ,  we deter m ine that  $41,982,660 (! )  repr esents t ra vel  spending in  Los 
Banos.  The sam e calcula t ion can be done for  the payr o ll , j obs  and other  statistics 
found in  th is ver y useful  r eport .     
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You can use some or all of the following resources to create economic impact figures for your 

local community or region: 

• California Visitor Impact Model, A Step-by-Step Set of Procedures and Clear 
Guidelines for Determining the Size, Nature and Economic Impact of a Community’s 
Visitor Industry.  Available from the California Technology, Trade and Commerce 
Agency, Division of Tourism. 

• California Travel Impacts by County.  Available from the California Technology, 
Trade and Commerce Agency, Division of Tourism. 

• United States Travel and Tourism: A New Economic Perspective.  WTTC (212) 534-
0300. 

• National Tour Association/IACVB Impact Study.  A study on the economic impact of 
tour groups.  National Tour Association, (800) 682-8886. 
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